NEWS RELEASTE

FOR RELEASE
Hunrelman, Putzier & Co., PLC today released an andit report on the City of Hartley, lowa.

The City has implemented new reporting standards for the year ended June 30, 2004, with significant changes in
coptent and structure of the financial statements, The new financial statements now include a Statement of Activities
and Net Assels which provides information about the activities of the City as a whole.

Hunzelman, Putzier & Co., PLC reported that the City of Hartley's receipts totated $4,975,245 for the year ended
Tune 30, 2004, a one percent decrease from 2003, The receipts included $268.036 in property tax, $195,663 in
increment financing collections, $100,648 in local option sales tax, $221,448 from operating grants, contributions, and
restricted interest, $2,369,216 from charges for services, $80,296 in interest on investiments, 326,674 in special
assessments, $18.000 in sale of assets, $1,667,804 in note proceeds, and $27,460 in other gencral receipts.

Disbursements for the year totaled $5,207,623, a five percent decrease from the prior year, and included
$337,381 for public works, $215,464 for public safety, and $163,803 for culture and recreation. Also, disbursements
for business type activities totaled $4,226,094. The City also redeemed notes in the amount of $1.570,000 that are
reported as non~operating disbursements.

This report contains recommendations to the City Council and their indicated responses to the recommendations.

A copy of the audit report is avatlable for review in the office of the Auditor of State and the City Clerk's office.
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Independent Auditor's Report

To the Honorable Mavor and
Members of the City Council
Hartley, fowsa

We have audited the accompanying financial statements of the governmental activities, the business type
activities, each major fund and the sggregate remaining fund nformation of the City of Hartley, lowa, as of and
for the vear ended June 30, 2004, which collectivety comprise the City’s basic financial statements listed in the
table of contents, These financial statements are the responsibility of the City of Hartley's management. Qur
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audil in accordance with ULS. generally accepted auditing standards, Chapter 11 of the
Code of lowa, and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards and provisions require that we plan and perform
the audit 1o obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit inchxdes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
staternents. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well ag evaluating the overall financial statement presentation. We believe that our audit provides
a reasenable basis for our opinions,

As described in Note 1, these financial statements were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than U.S. generally accepted accounting
principles,

I our opindon, the financial statements referred to above present fairly, in all material respects, the respective
cash basis financial position of the governmental activities, the business tvpe activities, each major fund and the
aggregate remaining fund information of the City of Hartley, lowa, as of June 30, 2004, and the respective changes
in cash basis financial position for the year then ended in conformity with the basis of accounting described in
Note 1.

As described in Nete 17, during the vear ended June 30, 2004, the City of Hartley adopted Governmental
Accounting Standards Board Statement Ne. 34, Basic Finangial Statements - and Management’s Discussion and
Anabysis - for State and Local Governments: Statement Mo, 37, Basic Financial Statements - and Management’s
Discussion and Analvsis - for State and Local Governments: Omnibus; Statement No. 38, Certain Financial
Statement Note Disclosures; and Statement No. 41, Budeetary Comparison Schedule - Perspective Differences.

In accordance with Government Auditing Standards, we have also issued our report dated September 1, 2004
on our consideration of City of Hartley's internal control over financial reporting and our tesis of its compliance
with certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with this report
in constdering the results of our audit.




Budgetary comparison information on pages 20 through 21 is not a required part of the basic financial
statements, but is supplementary information requived by the Govermmental Accounting Standards Board. We
applied limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. We did not audit the information and express no
opinion on it.

City of Hartley, fowa, has not presented Management’s Discussion and Analysis that accounting principles
generally accepted in the United States has determined is necessary to supplement, although not required to be part
of, the basic financial statements,

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the City of Hartley’s basic financial statements. We previously audited, in accordance with the standards
referred to in the second paragraph of this report, the financial statements for the three years ended June 30, 2003
(none of which are presented herein) and expressed unqualified opinions on those financial statements. Other
supplementary information included in Schedules 1 through 3 is presented for purposes of additional analysis and
is not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in our audit of the basic financial statements and, in our opinion, is stated fairly in all material
respects in relation to the basic financial statements taken as a whole.

ﬂ/iuw el g
‘ (? 3
f
September 1, 2004



TIVITIES AND NET ASSETS - CASH BASIS Exhibit A
THE YEAR ENDED JUNFE 30,2004

Net {Disbursementsy Receipis and

Program Receipis Changes in Cagh Basis
Cperating
Grants,
Contributions, Business
Charges for  and Restricied  Governmental Type

5 Todal

Service Interest Activities

Functions/Programs:
Governmental Aclivities
Public safeiy 3
Public works
Culture and recreation

575§ (126034) § - 5
788 (174,681} -
A75 {128,569} .
. . (107,1933 .
- . {96,398} -
- . (61.000) -
65216 215,838 (697,475} ]

Community and economic development
General government
Delst service

Total govermmental activities

Business {ype activities

Waicr service 685,436 171,463 - - {313.973; {313,973)
Sewer service 247,986 133,553 5,610 - {168,823} 13}
Electric service 1,038,640 942 562 . - (95,7783

Gas service 843,988 793,329 - - {30,659

Solid waste 133,479 114,000 - B 10,330

Consumer deposit 16,453 15001 - - {1,452)

Cable A AR 130,783 - - {1,159.320)

Total business type activitics 4, 230,000 5,610 - £1.519484 .

Total 8% 5 1368216 § 221,443 {697,475y {1,919484) {2.616,559)

General Receipls:
P
Froperty lag levied for
Cyeneral purposes 268,036 - 268,038
purp :

Tax merement fnancing 1953663 - 195,663
Local option sales tax 108 648 - 100,648
Unrestricled interest on invesiments 39,395 40,901 86,256
Bank franchise fax 3067 - 3667
Spreizl assessments 26,674 - 26674
Sale of assels 18,0400 - 18,000
Revenoe poles issue - 1,687 804 1,667,804
Miscellaneons 22090 2,303 24,393
ransfers 132,314 -

Total general receipts and transfers i 1,843322 2,384,381
{Conttnued)



CITY OUHARTLEY
STATEMENT OF ACTIVITIES AND NET ASSETS - TASH BASIS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2002

Program Receipts

Exhibit A
{Continted}

Net (Disbursements) Receipts and
Changes in Cash Basls Net Assels

Operating
Granis,
Coniributions,

Charges for  and Restricted

Change in cash basis net assets

ash tasis net assels beginning of yesr,
as restated

Cash Dasis net assets end of vear

Cash Basis Net Assets

Raestricted:
Streets
Tax increment Anancing projects
Deld service
{nher purposes

Unresricled
Tota) cash basis net assets

Iyshursements o

See notes o financial stalements.

Business

Governmental Type

el

Activities Tois

Agtivi

Ly A0
()
I
oo
fes)
L]
+
%)
Wl
R
e
P
o

6,488 - 36,438

51 733,625 804,138

3493 - 112,353

3 17587427 2,008,160

% 653,535 $2491052 & 3144587




CITY OF HARTLEY
STATEMENT OF CASH RECEIFLS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES
GOVERNMENTAL FUNDS
AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

Special Revenue

Exhibit B

Other
Tax Non-major
Road Inerement Governmental
Receipts:
Property taxes $182.207 & - 5 - $ 85,829 § 268,036
Tax increment financing collections - - 195,663 - 195,663
Other eity tax - - - 100,648 100,648
License and permits 2,276 - - - 2,276
Use of money and property 51,061 - - - 51,061
Intergovernmental 49326 144,337 - - 193,663
Charges for service 58,675 - - - 58,675
Special assessments 4,999 - - 21,673 26,674
Miscellaneous 40,201 - - 2,730 42,931
Total receipts 188,745 144,337 195,663 210,882 939,627
Disbursements:
Operating:
Public safety 215,464 - - - 215,464
Public works 55,533 281,848 - . 337.381
Culture and recreation 162,939 - - 954 163,593
Community and economic development 538 . 1,140 105,515 107,193
General government 96,598 - - - 96,398
Debt service - - - 61.000 61,000
Total disbursements 531,072 281,848 1,140 167,469 981,529
Excess (deficiency) of receipts
aver disbursements (142,327y (137,511) 194,523 43,413 $  (41,902)
(nher financing sources (uses):
Sale of capital assets 18,000 - - - 18,000
Operating transfers in 143,143 - - 86,712 226 855
Operating transfers out - - (187.400) {174,769 {362,169)
Total other financing sources (uses) 161,143 - {(187,400) {B8.037) (114,314)
Net change in cash balances 18,816 (137511 7,123 {44,644) (156,216)
Cash balances beginning of year 320,863 230,919 29.365 228,604 800,751
Cash balances end of year $336.679 % 92,408 % 36488 ¢ 183,960 § 653,535

{Continued)



CITY QF HARTLEY
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

GOVERNME L FLINDS Fixhibit B
ASQOF AND FOR THE YEAR ENDER JUNE 30, 2004 {Continued)
Special Revenue
Other
Tax Non-major
Road Increment Govermmental
Cieneral Use Financing Funds Total
Cash Basis Fund Balances
Reserved for debt service 5 - $ - s - % TOS513 5 70,513
Unreserved:
General fund 339,679 - - - 334,679
Special revenue funds - 93,408 36,488 25,72 155,617
Capital projects fund - - - 1,034 1,054
Permeanent fund - - - 86,672 86,672
Total cash basis fund balances $330679 $ 93408 % 36488 % 183960 § 653,535

See notes to financial statements.
9



LY OF BARTLEY
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Operating Receipts:
Use of money and properiy
Charges for servige
Miscellaneous
Total operating receipts

(perating Dishursements:
Business type activities

Excess {deficiency) of operating receipts over

operating disbursements
Non-oporating receipts (disbursemonts):

htergovernmental

Intersst on investments

Migecellaneous

Revenoe notes issued

Revenue project notes paid

W ater improvemen! warrants redeemed
Debt service
Tolal non-operating receipis (disbursements)

Excess {deficiency) of receipts over disbursements

Operating tansfers in
Operating transfers out

Met chapge in cash balances
Cash balances beginning of vear
Cash balances end of year

Cash Basis Fund Balances
Reserved for debt service
Unreserved
Totai cash basis fund balances

HLBALANCES

PROPRIETARY FUNDS

SOFANDFOR THEYEAR ENDED JUNE 3G, 2004

Exhibit C

Other
Non-majer
Proprietary
Wale Sewer Elegtric Gas Funds oial
£ - 5 - 8 1451 8 g 2524
170,705 133,510 840,353 750.614 20075
758 43 1,058 2715 36,854
171,463 133,553 942 862 762,220 254,793 2,301,600
262,902 247,948 §3%,300 7TEAL 178,154 3.306,765
(91,439 {11443% 113,562 14,906 21,635 {5,765
- 5,810 - - - 5610
3,058 7,278 24,631 3,833 2,103 401,901
295 2 1,382 291 314 2,303
393,586 - - - 1,274,208 1,667,804
- - - . (1183500 (1,183.000)
(385,000 y . . . (385,000
{37,534y - £15993403 {63,563} {46,860 {349, % )
{25,583} 12007 (173327 (61441 44,735 %_\"_‘ 2, 1)
(117.024y (301.,526) £69,765) {46,.333) 126,374 {(208.476)
140,373 47,028 - - . 187, -*3(10
- - {44 282y {10804y -
140,375 47023 {44,282} {10.304) -
34,5017 {114,047y {57,339 126,374 {76,162}
315,085 1,651,238 266,281 162932 2.567.214
51537181 5208942 0§ 289306 $2.49].082
§ 51832 0§ - 3 O52389%  SHISEYG F 0 49918
143097 260,584 1,011,282 13,563 _ "‘9 39l i
3195029 260,584 $1,337.151 $208.542 § 289 306 Sz 49] ,(J"’

See notes to financial siatements.

i



CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

City of Hartley is a political subdivision of the State of Iowa located in O'Brien County. It was first
incorporated in 1888 and operates under the Home Rule provisions of the Constitution of lowa. The City
operates under the Mayor-Council form of government with the Mayor and Council Members glected on a
non-partisan basis. The City provides numerous services 1o citizens including public safety, public works,
cnlture and recreation, community and economic development, and general government services,

A.

B.

Reporting Bantity

For financial reporting purposes, City of Hartley has included all funds, organizations, agencies,
boards, commissions, and authorities. The City has also considered all potential component units for
which it is financially accountable, and other organizations for which the nature and significance of
their relationsbip with the City are such that exclusion would cause the City's financial statements 1o be
misleading or incompiete. The Governmental Accounting Standards Board has set forth criteria to be
considered in determining financial accountability. These criteria include appointing a vofing majority
of an organization's governing body, and (1) the ability of the City to impose its will on that
organization, or (2) the potential for the organization to provide specific benefits to, or impose specitic
financial burdens on the City. The City has no component units which meet the Governmental
Accounting Standards Board criteria.

Joint Ventures - City of Hartley has a 54% interest in a joint venture with City of Sanborn fo provide
garbage collection service. The cities participate in the collection of garbage, which is under the
general management of one representative of each City Council. The following information
summarizes the activity of the joint venture through June 30, 2004:

Ralance, beginning of year § 3,679
Receipis 98,718
Dishursements 97,072

Balance, end of veat
City of Hartley has a 54% interest of the assets, property and equipment, equity, and net income,

City of Hartley also has a 32.2% Intetest in a joint venture with Cities of Paullina, Primghar, and
Sanborn to provide cable television, telophone, and internet services. The cities participate in providing
services, which is under the general management of ane representative of each City Council. The
City’s share of equity in this organization as of June 30, 2004 js $151,473.

Jointly Governed Organizations -The City also participates in several jointly governed organizations
that provide goods or services to the citizenry of the City but do not meet the criteria of a joint venture
since there is no ongoing financial interest or responsibility by the participating governments. Cily
officials are members of or appoint representatives to the following boards and commissions: O Brien
County Emergency Management Commission, O"Brien County EO11 Service Board, O”Brien County
Assessor’s Conference Board, and Northwest fowa Area Solid Waste Agency. Payments made to
Northwest Towa Area Solid Waste Agency during the vear ended June 30, 2004 were $16,209,

Basis of Presentation

Govermment-wide Financial Statements - The Statement of Activities and Net Assets reports
information on all of the nonfiduciary activities of the City. For the most part, the effect of
interfund activity has been removed from this statement. Governmental activities, which are

11



CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B.

Basis of Presentation - {Continued)

supported by tax and intergovernmental revenues, are repotted separately from business type
activities, which rely to a significant extent on fees and charges for services.

The Statement of Activities and Net Assets presents the City’s nonfidaciary net assets. Net agsets
are reported in two categories:

Restricted net assets result when consteaints placed on net asset use are either externally imposed
or imposed by law through constitutional provisions or enabling legislation.

[nrestricted net assets consist of net assets that do not meet the definition of the preceding
category. Unrestricted net assets often have constraints on resources imposed by management,
which can be removed or modified.

The Statement of Activities and Net Assets demonstrates the degree to which the direct disbursements
of a given function are offset by program receipts. Direct dishursements are those clearly identifiable
with a specific function. Program receipts include (1) charges to customers or applicants who purchase,
use or directly benefit from goods, services ar privileges provided by a given function and (2) grants,
contributions and interest on investments restricted to meeting the operational or capital requirements
of a particular function. Property tax and other items not properly included among program receipls are
reported instead as general receipts,

Fund Financial Statements - Separate financial statements are provided for governmental funds and
proprictary funds. Major individual governmental funds and major individual enterprise funds are
reported as separate columas in the fund financial statements. Al remaining governmental fonds are
aggregated and reported as non-major governmental funds.

The City reports the following major governmental funds:
The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not allocated by Jaw or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating disbursements, the fixed charges and the
capital improvement costs that are not paid from ether funds.

Special Revenue:

The Road Use Tax Fund is used to account for road construction and maintenance.

The Tax Increment Financing Fund is used to account for projects financed by tax increment
financing.

The City reports the following major proprietary funds:
The Water Funid accounts for the operation and maintenance of the City’s water system.

The Sewer Fund accounts for the operation and maintenance of the City’s waste water treatment
and sanitary sewer system.

12
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CITY QF HARTLEY
NOTES TO FINANCIAL STATEMENTS
JUNE 30. 2004

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B. Basis of Presentation - (Continued)

The Electric Fund accounts for the operation and maintenance of the City’s electric system.
The Gas Fund accounts for the operation and maintenance of the City’s gas systen.

C.  Measurement Focus and Basis of Accounting

The City of Hartley maintains its financial records on the basis of cash receipts and disbursements and
the financial statements of the City are prepared on that basis. The cash basis of accounting does not
sive effect to accounts receivable, accounts payable, and acorued items. Accordingly, the financial
statements do not present financial position and results of operations of the funds i accordance with
U.S. generally accepted accounting principles.

Proprietary funds distinguish operating receipts and disbursements from non-operating items.
Operating receipts and disbursements generaily result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. All receipts and
disbursements not meeting this definition are reported as non-operating receipts and disbursements.

3. Budeets and Budpetary Accouniing

The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the year ended June 30, 2004, disbursements exceeded the amounts budgeted in
the debt service function.

CASH AND POOLED INVESTMENTS

The City's deposits in banks at June 30, 2004 were entirely covered by Federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of fowa. This chapter provides for
additional assessments against the depositories to insure there will be no toss of public funds.

The City is authorized by statute to invest public funds in obligations of the United States government, its
agencies and instrumentalities; certificates of deposit or other evidences ol deposit at federally insured
depository institutions approved by the City Council; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end management investment
companies; certain joint investment trusts; and warrauts or improvement certificates of a drainage district.

The City had no investments meeting the disclosure requirements of Governmental Auditing Standards
Board Statement Number 3.
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CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS

JUNE 30. 2004
NOTHES PAYABLE
Annual debt service requirements to maturity for revenue, general obligation, and special assessment notes

are as follows:

Year
Ending Revenue Notes Revenue Capital Loan Notes  General Obligation Notes
June 34}, Principal Interest Principat Interest Principal Interest
2003 $ 80,000 ¥ 23365 $ 170,000 £ 144,073 $30,000 315,150
2006 80,000 19,325 180,000 137,682 30,000 13,860
2007 25,600 15,103 185,000 130,503 30,000 12,540
2008 25,600 §4,343 193,000 122,707 35,000 11,190
2009 25,000 13,480 200,000 114,203 35,000 @,580
2010-2014 135,000 51,982 1,155,000 421,446 160,00 20,780
20152019 130,000 17,165 1,060,000 121,445 - -
Total $500.000 5154735 $3,145.000 $1.192.059 $320.000 $83.100
Year
Ending Special Assessment Notes Total
June 30, Principal Interest Principal Interest
2005 $10,000 $3,175 $ 200,000 F 185793
2006 16,000 2,620 300,000 173,487
2007 10,000 2,055 250,000 160,203
2008 10,000 1,480 265,000 149 720
2009 10,000 395 270,000 138,158
2010-2014 10,000 300 1,460,000 484 508
2015-2019 - - 1,196,000 138.550
Total 360,000 510,525 $4.025000 %i440419

The resolutions providing for the issuance of revenue notes include the following provisions:

A. The notes will only be redeemed from the future earnings of the enterprise activity and the note holders
hold a lien on the future earnings of the funds.

B. Sufficient monthly transfers shall be made to separate electric, gas, water, and telecommunication
revenue sinking accounts for the purpose of making the note principal and interest payments when due.

C. The City is to establish separate Electric, Gas, Water and Telecommunication, Principal and Interest
Reserve Accounts into which there shail be set apart and paid at the time of delivery of the obligations
the sum of $190,000 for electric, $50,000 for gas, and $40,000 for water. Sufficient monthly transfers
shall be made to the telecommunication reserve account in an amount equal to twenty five percent of
the monthly sinking fund transfers.

D.  Additional monthly transfers of $1,650 to the Electric Improvement Fund, $850 to the Gas
Improvement Fund, and $3,000 to the Telecommunication Improvement Fund shall be made until the

sum of $150,000, $30,000, and $300,000 has been accumudated, respectively. These accounts are
restricted for the purpose of paying for necessary repairs, improvements, and extensions to the system.

14



CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

QPERATING LEASY

The city leases a copier system. Rental expense incurred for this fease was $3,370 for the year ended
June 30, 2004. Minimum amounts payable under this operating lease are as follows:

Year
Ended
June 30, Amount
2004 $1,710

PENSION AND RETIREMENT BENEFPITS

The City contributes to the lowa Public Employees Retirement System (IPERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of Towa. IPERS provides
retivenrent and death benefits which are established by State statute to plan snembers and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by writing to IPERS, P.O. Box 9117, Des Moines,
lowa, S0386-9117.

Plan members are required to contribute 3.70% of their annual covered salary and the City is required fo
contribute 5.75% of annual covered payroll, except for pofice employees, in which case the percentages are
5.93% and 8.90%, respectively. For the year ended June 30, 2003, the contribution rates for police
employees and the City were 6.04% and 9.07%, respectively, and for the year ended June 30, 2002, the
contribution rates Tor police emplovees and the City were 6.20% and 9.29%, respectively, Contribution
requirements arc established by State statute. The City’s contribution to [PERS for the years ended June 30,
2004, 2003, and 2002 were $32,837, $32,888, and $31,455 respectively, equal to the required contributions
for sach vear.

COMPENSATED ABSENCES

City employees accumulate a limited amount of earned but unused vacation and sick leave hours for
subsequent use or for payment upon termination, retirement, or death, These accumudations are not
recognized as disbursements by the City until used or paid. The City's approximate liability for eared
vacation and sick leave termination payments payable to employees at June 30, 2004, primarily relating to
the Enterprise Funds, is as follows:

Type of Benefit Amount
Vacation $ 26,066
Sick leave 176.867

Total

Sick leave is payable when used or upon retirement or death. If paid upon retirement or death, the total
accumulated hours are paid at the then effective hourly rate for that employee. This Hability has been
computed based on rates of pay at June 30, 2004,

INTERGOVERNMENTAL AGREEMENTS

The City has entered into an agreement with Northwest lowa Area Solid Waste Agency, in accordance with
Chapter 28F of the Code of Towa, for disposal of solid waste from within the City. Payments under this
agreement were $16,209 for the year ended June 30, 2004,
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CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

INTERGOVERNMENTAL AGREEMENTS - (Continued)

State and federal laws and regulations require the Agency to place a final cover on its landfill site when it
stops accepting waste and to perform certain maintenance and monitoring functions at the site for thirty
vears afier closure. The closure and postclosure costs to the agency have been estimated at $1,874,500 as of
June 30, 2004 and the Ageney has begun to accumulate resources to fund these costs. As of June 30, 2004
deposits of $985,867 are held for these purposes. No estimate has been made as to the effect of futire
assessments to the City.

EQUITY IN COOPERATIVE

City of Hartley is a member of the Missouri Basin Municipal Electric Cooperative Association. The City's
share of equity in this cooperative at June 30, 2004 consists of the following:

Transmission capacity $313,806
Members' advances for transmission capacity 228,208
Other members' capital 11,730
Membership 100

4

Transmission Capacity - Transmission capacity is stated at cost and consists of contributions made under the
Transmission Agreement for the NIPCO transmission system. Transmission capacity is being amortized on
a straight-Hne basis over thirty-five years.

Members' Advances for Transmission Capacity - Members' advances for transmission capacity consist of
contributions by the members and net interest earned on investments allocated to the members. These
advances from the participating Transmission Members are being held for future transmission capacity
contributions by the Association in its capacity as agent for these members.

Other Members' Capital - Other members' capital consists of patronage dividends declared by NIPCQO, but
unpaid.

INTERFUND TRANSFERS

The detail of interfund transfers for the year ended June 30, 2004 is as follows:

Transfer to Transfer from Amount
General Special Revemue:
Employee Benefit $ 78,057
Local Optien Sales Tax 10,000
Enterprise: .
Electric 44 282
Gas 10,804

Speeial Revenue:

Special Revenue:

Economic Development Local Option Sales Tax 49,704
Debt Service Special Revenue:
Local Option Sales Tax 37.008

16



9.

10.

CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS

INTERFUND TRANSFERS - (Continued)

Transfer to Transfer from Amonnt
Proprietary:
Water Special Revenuve:
Tax Increment Financing $140.375
Sewer Special Revenue:

Tax Increment Financing

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources.

ANTICIPATORY WARRANTS

Auticipatory warrants are warrants which are legally drawn on City funds but are not paid for lack of funds,
in accordance with Chapter 74 of the Code of lowa. The warrants bear interest at rafes in effect at the time
the warrants are first presented for redemption.

During the vear ended lune 30, 2003, the City issued $385,000 in anticipatory warrants tor water
improvernents at 2.75% interest per annum. These warrants were paid during the year ended June 30, 2004,

including interest of $7.941.

BUDGET OVEREXPENDITURE

Per the Code of Towa, disbursements may not legally exceed budgeted appropriations at the functional level.
During the year ended June 30, 2004, disbursements in the Debt Service function exceeded the amount
budgeted.

RISK MANAGEMENT

City of Hartley is exposed to various risks of loss related to torts; thelt, damage to and destruction of assets;
ervors and omissions; injuries to employees; and natural disasters. These risks are covered by the purchase
of commercial insurance. The City assumes Hability for any deductibles and claims in excess of coverage
limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the
past three fiscal years.

PROMISSORY NOTES

On April 6, 1998 City of Hartley received two promissory notes from Hartley Housing Associates, Limited
Partnership in the amounts of $40,000 and $30,000 with interest at two percent and one percent,
respectively. Repayment terms are $2,049 and $2,164 annually respectively, beginning May [, 1999 with
final payment coming due on May 1, 2013, However, because of Hmited “surplus cash” available there has
only been one payment made on each of these notes since inception. The note agreement does allow this to
oceur but does stipulate that any unpaid portion shall accrue interest. These notes are secured by mortgages
on residential lots owned by the borrower. The funds are to be used to develop affordable rental housing.
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CITY OF HARTLEY
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

14, CONSTRUCTION CONTRACTS AND COMMITMENTS

The City has entered into the following coniracts which were not completed as of June 30, 2004,

Amount Remaining
Total Paid Conmumitment
Confract As of Asof
Project Amount 6-30-04 6-30-04
Water Treatment Plant $506,128 $470,078 $36,050

15, ASSISTED LIVING FACILITY REVENUE BONDS

The City has approved issuing up to $1,400,000 of assisted living facility revenue bonds under the
provisions of Chapter 419 of the Code of Towa, of which $672,223 is outstanding at June 30, 2004. The
bonds and related interest are payable solely from the revenues of Community Memorial Health Center
Association and do not constitute liabilities of the City.

16, SUBSEQUENT EVENTS

In August 2004, the City approved a bid in the amount of $2,21 1,000 for construction of a new wastewater
treatment facility. The project will be financed through a Community Development Block Grant in the
amount of $500,000, sewer revenue bonds in the amount of $1,300,000, and the remaining balance with
fimds on hand.

17, ACCOUNTING CHANGE AND RESTATEMENTS

Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and
Manasement’s Discussion and Analysis - for State and Local Governments; Statement No. 37, Basic
Financial Statements - and Management’s Piscussion and Analysis - for State and Local Governments:
Omnibus; Staternent No. 38, Certain Financial Statement Note Disclosures, and Statement No. 41,
Budgetary Comparison Schedule - Perspective Differences, were implemented for the year ended June 30,
2004. The statements create new basic financial statements for reporting the City’s financial activities. The
financial statements now include a government-wide financial statement and fiund financial statements
which present infortnation for individual major funds rather than by fund type. Nonmajor funds are
presented in total in one colump.

The government-wide financial statement reports the City’s governmental and business type activities.
Beginning net assets have been restated to include the allocation of the Equipment Revolving Fund.

Governmental Business
Activities ‘Lype Activitics
Cash basis net assets June 30, 2003, ag
previously reported $586,923 $2,372,096
Equipment Revolving Fund 222 828 195118
Cash basis net assets July, 1, 2003, as
restated $809.751
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CITY OF HABRTLEY
BUDGETARY COMPARISON SCHEDULE OF RECTIPTS, DISBURSEMENTS,
AND CHANGES IN BALANCES -
AL ICASH BASIS) - ALL €(“»”E’R‘é:‘v§£§!l’\§

EUNDS f%u\i) ?ROW{ELI R\ FUND

Final
CGovernmental  Proprielary 10
Funds Funds Budgeted Amounts Net
Aciual Actual Net Origing Final Variunge

Receipis
Property laxes § 0 268036 % - $ 268035 % 263038 0§ 263028 5 1998
Tax ncrement financing cellections 195 663 - 195,663 187,400 187,400 8,263
Oiher ety tax A48 “ 100,648 95000 93,000 5,048
icense and permits 2,276 - 2,276 17758 1,087 289
Use of money and property 51,081 43178 96,237 74,233 78.938 17,279
Intergovernmental 183,663 199,273 182,963 184,056 15,177
Charges for service 58, 2,313,932 2537695 2512285 {198,353
Special assessniends 26,6 - i 15,200 2,788
Miscellaneous 42, 4377 28713 8,321
Total receipts W,mmw?:,m_..ﬁ. 2.3498]4 3 3,388,417 {137,590
Drsbursements:
Publiv safety 215,484 - 215,464 210,887 239,886 24,422
Public works 337,381 - 3373%1 244324 332,097 14,716
Culfure and recreation 163,893 - 153,843 199,112 183,751 21,858
Comrmunity and econonmic development 187,193 - 147,193 05,538 107 847 634
General govemnmaent 96 59% - 96,348 129,550 118,383 21,787
Debt service 61,000 oo 61,000 61,155 60,850 {1503
Husiness iype activities - _2.656.094 2,656,394 3IR7.102 4,631,418 1975324
Total disbursemenis 81,520 2,656,094 3,637,623 4127 668 3696234 258,611
Excess (deficiency) of receipts over dishursements {41,903y {306,280) (3481821 (736251} {2,269 20%) 1921021
Other Dnancing sources (uses), ner 114314 230118 115804 - 1,498,000 (1,382,196}
Excess (defciency) of receipts and other financing sources
aver dishursements and other financing uses {156,216} {76,162 {232,378 {739.251) {171,202) 538,825
Batances, beginning of vear 809,751 2567214 3376965 2611346 23765970 {5
Ralances, end of vear $ 653535 §24U01.057  $3144.587  B1E72495 2605767 & 538820

See accompanying independent audnor's report,
it



CITY OF HARTLEY
NOTES TO REQUIRED SUPPLEMENTARY
INFORMATION -~ BUDGETARY REPORTING
JUNE 30, 2004

In accordance with the Code of Towa, the City Council annuatly adopts a budget on the cash basis following
required public notice and hearing for all funds except Intemal Service Funds and Fiduciary Funds. The
annual budget may be amended during the year utifizing similar statatorily prescribed procedures.

Formal and legal budpetary control is based upon ten major classes of disbursements known as functions,
not by fund or fund type. These ten functions are: public safety, public works, health and social services,
culture and recreation, community and economic development, general government, debt service, capital
projects, business type activities, and non-program. Function disbursements reguired to be budgeted
include disbursements for the General Fund, Special Revenue Funds, Debt Service Fund, Capital Projects
Funds and Proprietary Funds. Although the budget document presents function disbursements by fund, the
Jegal level of control is at the aggregated function level, not by fund. During the year, one budyet
amendment increased budgeted disbursements by 51,568,566, The budget amendment is reflected in the
final budgeted amounts.

During the vear ended June 30, 2004, disbursements exceeded the amounts budgeted in debt service
function.
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LY OF HARTLEY
STATEMENT O CASH RECEIPTS, DISBURBEMENTS
AND CHANGES IN CASH BALANCES

NONMAIOR GOVERNMENTAL FINNDS Schedule |
AS.OF AND FOR THE YEAR ENDED JLINE 10 2004

Capital
Special Reverue Debt Service Project Permanent
Speeial Central Cemetery

Jpiten Education Ecaonomae Library Avenue Perpetual
Benefits Sales Tax DARE Development  Espansion Improverngns Library Care Total

Recoipts:
Property taxes $85.829 % - 5 - § - 8 -

sl
L
Ry
¥
L]
'

Caher city tax - 100,648 - - - - - - 48
;! assessments . - - N . 21,675 - - 75
Miscelaneous - - - - 1,256 - 1,054 420 3G
Total receipts inGedy - e 1,256 716758 tusd A2 2
Dishbursements:
Operating!
Culture and recreation - - u54 - - - - - 934
Communty and ecconomic development - - - 03,515 - - - - 105,513
Dbt service - o - - 46,710 14,280 - - 61,000
Tatal disbursemients - - 934 05518 46710 147260 - - _167.469
Excess {deficiency} of receipts
aver dishursements B3 829 100,648 (8343 {105,515 {45,454} 7383 1,054 420 41413
Orher financing sources (usesh
Dnerating fransfers in - - - 44, 71 37,0608 - - - 86,712
Opgmung} transfers out { 96,712 - - - - - - {174.769)
Total other fnancing sources (oses) (780577 (967123 - I7LG8 - - - {88057
Met change m cash balances Ny 3936 {9543 {35.811) (5,446} 7.385 1,054 424 {44,644}
Cash balances beginning of vear 9 588 4s4 60014 46410 23,164 - 86282 228604
“zsh baknces end of year $ 7584 & 13s14 0§ - $ 4203 % 37084 3 32549 0§ 1082 & 86672 183,960

Cush Basis Fund Balances

Unreserved:
Special Revenue funds § 7484 % 13,524 & - b3 4203 $ - 3 - 3 - 3
Debi service funds - - - - 37,964 32,540 ~
Capital projects fund - - - - . - 1,054
Fernanent & md - e i - - -

4203 5 37064 § 32548 0§ 1034 S

|

Tital cash basis fund balances % 13,524 % -

See sccompanying independent auditor’s report
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CITY OF HARTLEY

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS,

AND CHANGES IN CASH BALANCES

NONMAJOR PROPRIFTARY FLINDS

AS OF AND FOR THE YEAR ENDED JUNE 30, 2004

Cperating receipts:
Use of money and property
Charges for service
Miscellaneous
Total operating receipts

Operating disbarsements:
Business type activities

Excess (deficiency) of operating receipts
over operating disbursements

Non-operating receipts (disbursements)
Interest on investments
Miscetlaneous
Revenue notes issued
Revenue project notes paid
Debt service
Total non-operating receipts (disbursements)

Net change in cash balances

Cash balances beginning of year

Cash balances end of vear

Cash Basis Fund Balances
Reserved for debt service

Unreserved
Total cash basis fund balances

Schedule 2

Solid Consuuner

Waste Peposit Cable Tinal
$ 2,824 8 . s - $ 0 2,824
109,421 - 110,654 220,075
1,764 15,001 20,129 36,804
114,009 15,001 130,783 259,793
103,479 16,453 58,222 178,154
10,530 (1.450) 72561 21,639
86 2.017 2,103
287 - 27 314
- - 1,274,208 1,274,208
- - (1,185,000) {(1,185,000)
- - (46,890) {46,890)
373 - 44 362 44,735
10,903 {1.452) 116,923 126,374
5,188 28 690 126,054 162,932
$16,00] % 27,238 § 245977 § 289300
$ - 3 - $ 49915 § 49915
16,001 27238 196,062 235,341
$16,091 $ 27238 § 245977 § 289300

See accompanying independent auditor's report.
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CITY OEHARTLEY
SCHEDL P OF INDERTEDNESS Schedule
YEAR ENDEDR JURE 30, 2004

Asnount Baiance fssned Redeemed Balance Interest
Date of Inforest Originally Beginning Txuring During Fnd Of Interest Due and

1

lssne Haptes fsmued Of Year Year Year Year Paid Unpaid
Ohligation

Revenue Notes:
Electric August 1, 1993 5.23% § 600000 % WO 5 - S 70,00

o

el
o]
<
o]
&9
0
w9
s
)
ok
e
(25
'

(ias September 1, 1994 590-6.15% 550,000 175,000 - 5,640 120,000 10,365 -

Water November [, 2003 1.85-520% 400,800 - 400,006 20,600 380,000 0,582 -

$1,550000 % 245000 0§ 400000 3 145000 § 500000 215996 5 .

Reveaue Project Notes:
Telecommunication Febwuary 1, 2003 330% 5 1,183

s
L)
o
o)
&
o
W
i

BERRGEE 3 1,185.000

s
t
%
o
FiN
]
ol
(o)
Lo
'

Revenue Capital Loan Notes:

Electrie February 1, 2001 470 - 5.55% $ LBIOO0D % 1875000 3 - £ 30000 5 1845000 507503 5 -
Telecommumication March 1, 2004 185 - 4900 L0000 1,300,080 - 1,300 000 - -

o

.
i -
$ 3200000 3 1875000 31300000 8 30.000 3145000 %9750 0§ -

General Obhgation Notes: .
Library Jung 1, 2001 4.20-5.10% 3 400,000 s 350,000 5 - 2 30,000 & 320000 16410 5 -

Special Assessment
Street Improvernent September 1, 2000
P

=4
s
[
¢
@
o]
o
&
&
o

92.000

ks

0000 3 - 10000 % 60000 $ 3990 § -

Aslicipatory Warrants:
Warer Inuprovement September 23, 2002 2.75% £ 3R5000 0 % 388000 % - $

Tad
(&=
"
[
Ly
oo
(53
¥
L7
-]
L
din
Py
g
i

See accompanving independent auditar's report.
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CITY OF HARTLEY

NOTE MATURITIES Schedule 4
JUNE 30, 2004
Revenue Notes Special Assessment
Gas Notes Water Notes Street Improvement
Issued September 1, 1994 Issued November 1, 2003 Issued September 1._2000
Year
Ending nterest [nterest Interest
June 30, Rates Amount Rates Aunount Rates Arount
2005 6.05% £ 60000 2.20% & 26,000 5.50% § 10,000
2006 6.15 60,000 2.63 20,000 5.60 10,0040
2007 - 3.05 35,000 5.70 HO,000
2008 - 345 25,0600 5.80 10.000
2009 - 3,70 25,000 5.90 10,006
2010 - 4.00 25,000 6.00 10,000
2011 - 4.25 25,000 -
2012 - 445 25,000 -
2013 - 4.60 30,060 -
2014 - 4,75 30,000 .
2015 - 4.90 30,000 -
2016 - 300 30,000 -
2017 - 510 35,0600 -
2018 B 5.20 33000 e
§__120,000 3§ 330,000 3..60.000
Revenue Capital Loan Notes Cienerst Obligation
Electric Notes Telecommunication Noles Library Notes
Issued February 1, 2001 1ssued March 1. 2004 Issued Fane 1, 2001
Year
Fading Interest Interest Interest
June 30, Rates Amount Rates Amount Eates Amaunt Total
2005 4.80% 5 100,000 1.85% § 70,000 4.30% 5 30,000 § 290,000
2006 4,90 110,000 2.30 70,000 4.40 30.000 300,000
2007 3.00 115.000 270 70,000 4.50 30,000 250,000
2008 3.05 120,000 .08 75,060 4.60 35,000 265,000
2009 5.10 125,000 3.25 73,000 470 35,000 270,000
2010 315 130,000 3.50 80,000 4.80 35,000 280,000
2011 5.20 140,000 370 80,000 4.90 40,000 285,000
2012 5.25 145000 3.85 85,000 5.00 40,000 205 000
2013 5.30 155,000 4,00 85,000 310 43,000 315,000
2014 5.40 163,000 4.15 90,000 . 285,000
2015 545 170,000 4.30 95,000 - 285,600
2016 5.50 180,000 4.45 106,000 - 310,000
2017 5.33 190,000 4.60 105,000 . 330,000
2018 - 4.75 105,000 - 140,000
2019 e 4.90 O 1is.000 - 115,060
$ 1.845.000 $ 1,300,000 $ 320,000 $4.025,000

See acemmpanying independent auditor's report.
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CITY OF HARTLEY

SCHEDULE QF RECEIPTS BY SOURCH AND

DISBURSEMENTS BY FUNCTION

ALL GOVERNMENTAL FUNDS

FOR THE LAST TWO YEARS

Receipts:
Propery tax
Tax increment financing collections
Criber cily tax
License and permits
Use of money and property
[ntergovermmental
Charges for service
Special assessments
Miscellaneous

Total

Disbursements:

Operating;
Public safety
Public works
Culture and recreation
Community and economic development
General government

Debt service

Total

See accompanying independent auditor's report.
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Schedule 3

2004 2003
$268,036  $ 250,089
195,663 190,439
100,648 102,318
2,276 2.078
51,061 25,230
193,663 183,300
58675 85.040
26,674 16.620
42,931 28748
$939.627 $892.871
$215,464  $ 345,606
337381 164.224
163,893 171.509
107,193 2,791
96,598 89,965
61.000 67,503
$981,529 % 841 598
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Independent Auditor's Report on Comapliance
and on Internal Control over Financial Reporting

To the Honorable Mayor and
Mermbers of the City Couneil
Hartley, lowa

We have andited the financial statements of City of HMartley, Iowa, as of and for the year ended
June 30, 2004, and have issued our report thereon dated September 1, 2004, OQur report expressed an unqualified
opinion on the financial statements which were prepared in conformity with an other comprehensive basis of
accounting. We conducted cur audit in accordance with U.S. generally accepted auditing standards, Chapter 11 of
the Code of Towa, and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether City of Hartley's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulfations,
contracts, and grants, noncompliance with which could have a direct and material effect on the determination of
[nancial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance that are reguired to be reported under Government Auditing Standards. However, we
noted certain immaterial instances of noncompliance that are described m Part IT of the accompanying Schedule

of Findings.

Comments invelving statutory and other legal matters about the City’s operations for the vear ended
June 30, 2004 are based exclusively on knowledge obtained from procedures performed during our audir of the
financial statements of the City. Since our andit was based on tests and samples, not all transactions that might
have had an impact on the comments were necessarily audited. The comments involving statutory and other legal
matters are not intended to constitute legal interpretations of those statutes, Prior year statutory comments have
been resotved except for item {1-B-04,

Internal Contrel Over Financial Reporting

In planning and performing our audit, we considered City of Hartley’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the tinancial
statements and not to provide assurance on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operation that we consider to be
reportable conditions. Reportable conditions involve matters coming to our attention relating to sigmificant
deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could
adversely affect City of Hartley’s ability to record, process, summarize, and report financial data consistent with
the assertions of management in the financial statements. Reportable conditions are described in Part 1 of the
accompanying Schedule of Findings.



A material weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce 1o a relatively low level the risk that misstatements in amounts that would be
material in relation 1o the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also
considered to be material weaknesses. However, of the reportable conditions described above, we believe items
J-A-04 and 1-B-04 are material weaknesses. Prior year reporiable conditions have been resolved except for items
I-A-04 and [-B-04.

This report, a public record by law, is intended solely for the information and use of the officials, employees,
and citizens of City of Hartley, and other parties to whom City of Hartley may report. ‘This report is not intended
to be and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of City of
Hartley during the course of our audit. Should you bave any questions concerning any of the above matters, we
shall be pleased to discuss them with you at your convenience.
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September 1, 2004
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CITY OF HARTLEY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2004

Part I: Findines Related to the Financial Statements:

INSTANCES OF NONCOMPLIANCE:

No matters were noted.

REPORTABLE CONDITIONS

1-A-04

I-B-04

Segregation of Duties - One important aspect of internal control is the segregation of duties
among employees to prevent an individual employee from handling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroll preparation, and bank reconciliation are all handled by either of two
individuals.

Recommendation - We realize that with a limited number of office emplovees, segregation of
duties is difficult. However, the City should review its operating procedures to obtain the
maximum internal control possible under the circumstances.

Response - [t is our practice 1o cross train each employee on all aspects of our office. Each
emplovec is assigned specific responsibilities. The cross training is used primartly to allow for
vacations and unexpected illnesses. We have reviewed our operating procedures and believe we
have obtained the maximum internal control possible under the circumstances,

Conclusion - Response accepted.

Ambulance Funds - The Ambulance currenily maintains a separate bank account which is not
included in the City's financial records. This is not a separate nog-profit corporation, but is a
department of the City. Chapter 384.20 of the lowa Code states in part, "A city shall keep
accounts which show an accurate and detailed statement of all public funds coltlected, received,
or expended for any city purpose, by auy city officer, employee, or other person, and which show
the receipt, use, and disposition of all eity property. Public moneys may not be expended or
encumbered except under an annual or continuing appropriation.”

Recommendation - This fund should be included in the City's financial records and any
dishursements should be budgeted.

Response - The Ambulance Team has completed their paperwork for their corporation but has not
completed their application for a tax exempt ruling. The council is requiring that they receive an
IRS tax exempt ruting for their funds the same as they are requiring of the Firefighters’
Association. The creation of the association and the IRS ruling must be completed in order for
them to continue to retain a separate account. 1 both items are not completed they will be
abligated to close their account and deposit the same into the city account accordingly. I in the
future the team begins contributing a significant armount to the city in e.g. equipment or monetary,
they were made aware that the funds will be considered public funds once again.

Congclusion - Response accepted.
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CITY OF HARTLEY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2604

Part II: Other Findines Related to Statutory Reporiing:

11-A-04

i1-8-04

I1-C-04

11-0-04

H-E-0d

[1-F-04

[1-G-04

11-H-04

1-1-04

Official Depositories - A resolotion naming official depositories has been adopted by the City.
The maximum deposit amounts stated in the resolution were not exceeded during the year ended
June 30, 2004.

Certified Budeet - Disbursements during the year exceeded the amounts budgeted in the
Community and Fconomic Development, and Business Type Activities functions priot to the
budget amendment, and in the Debt Service function at year end. Chapter 384.20 of the Code of
Towa states in part the public monies may not be expended or encumbered except under an annual
or continuing appropriation.

Recommendation - The budget should bave been amended in accordance with Chapter 384.18 of
the Code of lowa before disbursements were allowed to exceed the budget.

Respunse - We try to control costs and time by publishing an amendment only one a vear. The
council approves all expenditures including those over budget at their regular scheduled monthly
meetings. Our budgets are not usually so unpredictable but the continuing construction projects
such as the water, wastewater, and telecommunications were very difficult to forecast.

Conglusion - Response accepled.

Ouestionable Disbursements - We noted no disbursements that may not meet the requirements of
public purpose as defined in an Attorney CGieneral’s opinion dated April 23, 1979,

Travel Expense - No disbursements of City money for travel expenses of spouses of City
officials or employees were noted.

Rusiness Transactions - We noted no business transactions between the City and Cily officials or
emplovees.

Bond Coverage - Surety bond coverage of City officials and employees is in accordance with
statutory provisions. The amount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

Council Minutes - No transactions were found that we believe should have been approved in the
Counecil minutes but were not.

Deposits and Investments - No instances of non-compliance with the deposit and investment
policy were noted.

Revenue Notes - The City has established the sinking and reserve accounts required by the
electric, gas, water, and telecommunication revenue note resolutions. However, the electric
sinking, telecommunication reserve, telecommunications improvement, and water improvement
funds are underfunded as of June 30, 2004 by $46,100, $9.973, $20,000, and $29.000 respeciively.

Recommendation - The City should make the required transfers into these funds as required by the
revenue note resolutions.
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Part I1: Other Findings Related to Statutory Reporting: {Continued)

J1-4-04 Revenne Notes - (Continued)

contribute all of the tunds for the sinking, improvement, and reserve accounts, They are only
contributing the sinking funds to date so we have corrected those funds by contributing to them
through the city telecommunication fund. We will continue to do so as funds are available. The
permanent financing of the Electric portion of the telecommunications paid in full the 1994
Revenue Debt and we had not adjusted our balances to reflect the same. We have done 50 now.
The water project was looking at doing a Phase IT and we were waiting until that financing was
complete. This did not materiatize so the balances have been brought up to date accordingly.

Conclusion - Response accepted.



